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FIRST REGULAR SESSION
[TRULY AGREED TO AND FINALLY PASSED]
CONFERENCE COMMITTEE SUBSTITUTE FOR
SENATE COMMITTEE SUBSTITUTE FOR
HOUSE COMMITTEE SUBSTITUTE FOR

HOUSE BILL NO. 241

91ST GENERAL ASSEMBLY
0639S.05T 2001

AN ACT

To repeal sections 456.012, 456.013, 456.700, 456.710, 456.720, 456.730, 456.740, 456.750,
456.760, 456.770, 456.780, 456.790, 456.800, 456.810 and 456.820, RSMo 2000,
relating to trusts and estates, and to enact in lieu thereof thirty-six new sectionsrelating
to the same subject.

|
Be it enacted by the General Assembly of the state of Missouri, as follows:

Section A. Sections 456.012, 456.013, 456.700, 456.710, 456.720, 456.730, 456.740,
456.750, 456.760, 456.770, 456.780, 456.790, 456.800, 456.810 and 456.820, RSMo 2000, are
repealed and thirty-six new sections enacted in lieu thereof, to be known as sections 145.1000,
456.236, 469.401, 469.403, 469.405, 469.409, 469.411, 469.413, 469.415, 469.417, 469.419,
469.421, 469.423, 469.425, 469.427, 469.429, 469.431, 469.432, 469.433, 469.435, 469.437,
469.439, 469.441, 469.443, 469.445, 469.447, 469.449, 469.451, 469.453, 469.455, 469.457,
469.459, 469.461, 469.463, 469.465 and 469.467, to read as follows:

145.1000. Other provisions of this chapter to the contrary notwithstanding, if the
federal estate tax imposed pursuant to section 2011 of the Internal Revenue Code, as
amended, isrepealed, then no tax shall be imposed on thetransfer of a decedent's estate
in Missouri. Theprovisionsof thissection shall become effective on the same date asthe
effective date of the repeal of the federal estate tax.

456.236. 1. Theruleagainst per petuitiesshall not apply toand any ruleprohibiting
unreasonable restraints on or suspension of the power of alienation shall not be violated
by atrust if atrustee, or other person or personstowhom the power isproperly granted

EXPLANATION — Matter enclosed in bold faced brackets[thus] in thishill isnot enacted and isintended
to be omitted in the law.
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or delegated, hasthe power pursuant tothetermsof thetrust or applicablelaw to sell the
trust property during the period of timethetrust continues beyond the period of therule
against perpetuitiesthat would apply to thetrust but for this subsection.

2. Noruleagainst accumulationsshall apply toatrust described in subsection 1 of
thissection unlessthetermsof thetrust requirethat theincome be accumulated during a
period of timethetrust continues beyond the period of the rule against perpetuities that
would apply to the trust but for subsection 1 of this section. If the terms of the trust
require that the income be accumulated during any period of time the trust continues
beyond the period of the rule against per petuities that would apply to the trust but for
subsection 1 of thissection, then duringthat period of timethetrusteeshall havethepower
tomakediscretionary distributionsof net incometo such recipientsand in such sharesand
in such manner as most closely effectuates the settlor's or testator's manifested plan of
distribution.

3. Theprovisions of this section apply to:

(1) Anytrust created by awill or inter vivosagreement, or pursuant totheexercise
of apower of appointment other than ageneral power of appointment granted under awill
or inter vivos agreement, executed or amended on or after August 28, 2001;

(2) Any trust created pursuant to the exercise of a general power of appointment
exercised in an instrument executed or amended on or after August 28, 2001; or

(3) Anytrust created by awill or inter vivosagreement, or pursuant totheexercise
of a power of appointment granted under a will or inter vivos agreement, executed or
amended before August 28, 2001, if the laws of this state become applicable to the trust
after such date, the laws of any other state applied to thetrust before such date, and the
rule against perpetuitiesdid not apply to thetrust pursuant to the laws of the other state.

4. Asused in this section, the term "trust” shall have the same meaning as in
subdivision (2) of section 456.500, except that theterm shall not includeatrust that isnot
subject to the rule against per petuities by reason of any other law of this state.

469.401. Asused in sections 469.401 to 469.467, the following terms mean:

(1) "Accounting period", a calendar year unless another twelve-month period is
selected by afiduciary. Theterm includes a portion of a calendar year or other twelve-
month period that beginswhen an incomeinterest beginsor endswhen an incomeinter est
ends,

(2) "Benéeficiary" , an heir, legateeand devisee of adecedent'sestate, and an income
beneficiary and aremainder beneficiary of atrust, including any type of entity that hasa
beneficial interest in either an estate or atrust;

(3) "Fiduciary", a personal representative, trustee, executor, administrator,
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successor personal representative, special administrator and any other per son performing
substantially the same function;

(4) "Income", money or property that afiduciary receivesascurrent return from
aprincipal asset, including a portion of receiptsfrom a sale, exchange or liquidation of a
principal asset, as provided in sections 469.423 to 469.449;

(5) "Income beneficiary", a person to whom net income of a trust is or may be
payable;

(6) "Incomeinterest”, theright of an income beneficiary to receive all or part of
net income, whether thetermsof thetrust requireit tobedistributed or authorizeit to be
distributed in the trustee'sdiscretion;

(7) "Mandatory incomeinterest” , theright of an incomebeneficiary toreceive net
incomethat theterms of thetrust requirethefiduciary to distribute;

(8) " Net income", if section 469.411 appliesto thetrust, the unitrust amount, or if
section 469.411 doesnot apply tothetrust, thetotal receiptsallocated toincomeduring an
accounting period minus the disbur sements made from income during the same period,
plusor minustransferspursuant to sections 469.401 to 469.467 to or from incomeduring
the same period;

(9) " Person", an individual, corporation, businesstrust, estate, trust, partnership,
limited liability company, association, joint venture, government, governmental
subdivision, agency, or instrumentality, public corporation or any other legal or
commercial entity;

(20) " Principal", property heldintrust for distributiontoaremainder beneficiary
when thetrust terminates;

(11) "Qualified beneficiary", a beneficiary who, on the date qualification is
determined, either is entitled or eligible to receive a distribution of trust income or
principal, or would be entitled to receive a distribution if the event causing the trust to
terminate occurred on that date;

(12) "Remainder beneficiary", a person entitled to receive principal when an
income interest ends,

(13) "Termsof a trust", the manifestation of the settlor's or decedent's intent
expressed in a manner which isadmissible as proof in ajudicial proceeding, whether by
written or spoken wordsor by conduct;

(14) "Trustee", an original, additional or successor trustee, whether or not
appointed or confirmed by a court;

(15) " Unitrust amount”, net income as defined by section 469.411.

469.403. 1. In allocating receipts and disbursementsto or between principal and



C.C.S.SCS H.CS H.B. 241 4

2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23

© 0O NO O & WDN

I el
A WDNEFEO

income, and with respect to any matter within the scope of sections 469.413 to 469.421, a
fiduciary:

(1) Shall administer atrust or estate under thetermsof thetrust or thewill, even
if thereisadifferent provision in sections 469.401 to 469.467;

(2) May administer a trust or estate by exercising a discretionary power of
administration given to the fiduciary by the terms of the trust or the will, even if the
exercise of the power produces aresult different from a result required or permitted by
sections 469.401 to 469.467,

(3) Shall administer atrust or estate pursuant to sections 469.401 to 469.467 if the
terms of the trust or the will do not contain a different provision or do not give the
fiduciary a discretionary power of administration; and

(4) Shall add areceipt or chargea disbursement to principal to the extent that the
termsof thetrust and sections 469.401 to 469.467 do not providearulefor allocating the
receipt or disbursement to or between principal and income.

2. In exercising the power to adjust pursuant to section 469.405 or a discretionary
power of administration regar dingamatter within the scope of sections469.401t0469.467,
whether granted by thetermsof atrust, awill, or sections469.401 to 469.467, afiduciary
shall administer atrust or estate impartially, based on what isfair and reasonable to all
of the beneficiaries, except to the extent that the terms of the trust or the will clearly
manifest an intent that the fiduciary shall or may favor one or more of the beneficiaries.
A deter mination in accor dancewith sections469.401 to 469.467 ispresumed to befair and
reasonableto all of the beneficiaries.

469.405. 1. A trustee may adjust between principal and incometo the extent the
trustee considers necessary if the trustee invests and manages trust assets as a prudent
investor, the terms of the trust describe the amount that may or shall be distributed to a
beneficiary by referring to the trust'sincome, and the trustee deter mines, after applying
subsection 1 of section 469.403, that the trustee is unable to comply with subsection 2 of
section 469.403.

2. In deciding whether and to what extent to exercise the power conferred by
subsection 1 of thissection, atrustee shall consider all factorsrelevant tothetrust and its
beneficiaries, including the following factorsto the extent relevant:

(1) Thenature, purpose and expected duration of the trust;

(2) Theintent of the settlor;

(3) Theidentity and circumstances of the beneficiaries;

(4) Theneedsfor liquidity, regularity of income, and preser vation and appr eciation
of capital;
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(5) Theassetsheld in thetrust, including the extent to which such assets consist of
financial assets, interests in closely held enterprises, tangible and intangible personal
property, or real property, and the extent to which such assets are used by a beneficiary,
and whether such assets wer e purchased by the trustee or received from the settlor;

(6) The net amount allocated to income pursuant to sections 469.401 to 469.467,
other than this section, and the increase or decrease in the value of the principal assets,
which the trustee may estimate as to assets for which market values are not readily
available;

(7) Whether and towhat extent thetermsof thetrust givethetrusteethe power to
invadeprincipal or accumulateincome, or prohibit thetrusteefrom invading principal or
accumulatingincome, and the extent to which thetrustee hasexer cised a power fromtime
to timeto invade principal or accumulate income;

(8) The actual and anticipated effect of economic conditions on principal and
income and effects of inflation and deflation; and

(9) Theanticipated tax consequences of an adjustment.

3. A trustee may not make an adjustment:

(1) That diminishestheincomeinterest in atrust which requiresall of theincome
to be paid at least annually to a spouse and for which an estate tax or gift tax marital
deduction would be allowed, in whole or in part, if the trustee did not have the power to
make the adjustment;

(2) That reducesthe actuarial value of the income interest in a trust to which a
person transfers property with the intent to qualify for a gift tax exclusion;

(3) That changestheamount payableto a beneficiary asa fixed annuity or afixed
fraction of the value of the trust assets;

(4) From any amount that is permanently set asidefor charitable purposesunder
awill or theterms of atrust to the extent that the existence of the power to adjust would
changethecharacter of theamount set asidefor federal income, gift or estatetax pur poses;

(5) If possessing or exercising the power to make an adjustment causes an
individual tobetreated astheowner of all or part of thetrust for incometax purposes, and
theindividual would not betreated asthe owner if thetrustee did not possess the power
to make an adjustment;

(6) If possessing or exercising the power to make an adjustment causesall or part
of thetrust assetsto beincluded for estatetax purposesin the estate of an individual who
hasthepower toremoveor appoint atrustee, or both, and theassetswould not beincluded
in the estate of the individual if the trustee did not possess the power to make an
adjustment;
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(7) If thetrusteeisa beneficiary of thetrust; or

(8) If thetrusteeisnot a beneficiary, but the adjustment would benefit thetrustee
directly or indirectly.

4. If subdivision (5), (6), (7) or (8) of subsection 3 of this section appliesto atrustee
and thereismorethan onetrustee, a co-tr usteeto whom the provision doesnot apply may
maketheadjustment unlessthe exer cise of the power by theremaining trusteeor trustees
isnot permitted by thetermsof thetrust.

5. A trusteemay releasethe entire power conferred by subsection 1 of thissection,
or may release only the power to adjust from incometo principal or the power to adjust
from principal toincomeif thetrusteeisuncertain about whether possessing or exercising
the power will cause a result described in subdivisions (1) to (6) or subdivision (8) of
subsection 3 of this section, or if the trustee deter mines that possessing or exercising the
power will or may deprivethetrust of atax benefit or impose atax burden not described
in subsection 3 of this section. The release may be permanent or for a specified period,
including a period measured by thelife of an individual.

6. Termsof atrust that limit thepower of atrusteeto makean adjustment between
principal and incomedo not affect the application of thissection unlessit isclear from the
termsof thetrust that thetermsareintended to deny thetrusteethe power of adjustment
conferred by subsection 1 of this section.

469.409. 1. Any claim for breach of atrustee's duty to impartially administer a
trust related, directly or indirectly, to an adjustment made by afiduciary to the allocation
between principal and income pur suant to subsection 1 of section 469.405 or any allocation
made by thefiduciary pursuant to any authority or discretion specified in subsection 1 of
section 469.403, unlesspreviously barred by adjudication, consent or other limitation, shall
bebarred asprovided in thissection. Any such claimisbarred if not asserted in ajudicial
proceeding brought by any beneficiary with any inter est whatsoever inthetrust, nomatter
how remote or contingent, or whether or not the beneficiary is ascertainable or hasthe
capacity to contract, within two years after the trustee has sent areport to all qualified
beneficiaries that adequately discloses the facts constituting the claim.

2. For purposes of thissection the following rules shall apply:

(1) A report adequately discloses the facts constituting a claim if it provides
sufficient information so that the beneficiary should know of the claim or reasonably
should have inquired into its existence;

(2) A qualified beneficiary is deemed to have been sent areport if:

(a) Inthecaseof aqualified beneficiary who hasthecapacity to contract, thereport
is either delivered personally to the beneficiary or sent to the beneficiary at the
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beneficiary'slast known address;

(b) In the case of a qualified beneficiary who lacks the capacity to contract, the
report iseither hand delivered to a person with respect to whom pursuant to subdivision
(2) of section 472.300, RSMo, an order would bind that beneficiary with respect to the
subject of theclaim or sent totheper son at that per son'slast known addr ess, provided that
thereisnoconflict of inter est between that per son and thequalified beneficiary that person
isrepresenting;

(3) Thedetermination of theidentity of all qualified beneficiariesshall bemadeon
the datethereport isdeemed to have been sent; and

(4) This section does not preclude an action to recover for fraud or
misrepresentation related to thereport.

469.411. 1. If the provisions of this section apply to a trust, the unitrust amount
shall be determined asfollows:

(1) For thefirst three accounting periods of the trust, the unitrust amount for a
current valuation year of the trust shall be three percent, or any higher percentage
specified by the terms of the governing instrument or by the election madein accordance
with subdivision (2) of subsection 5 of this section, of the net fair market values of the
assets held in thetrust on thefirst business day of the current valuation year;

(2) Beginningwith thefourth accounting period of thetrust, the unitrust amount
for a current valuation year of thetrust shall be three percent, or any higher percentage
specified by the terms of the governing instrument or by the election madein accordance
with subdivision (2) of subsection 5 of this section, of the average of the net fair market
valuesof theassetsheld in thetrust on thefirst businessday of the current valuation year
and the net fair market values of the assets held in the trust on the first business day of
each prior valuation year;

(3) The unitrust amount for the current valuation year computed pursuant to
subdivision (1) or (2) of this subsection shall be proportionately reduced for any
distributions, in wholeor in part, other than distributions of the unitrust amount, and for
any paymentsof expenses, including debts, disbur sementsand taxes, from thetrust within
a current valuation year that the trustee determines to be material and substantial, and
shall be proportionately increased for the receipt, other than a receipt that represents a
return on investment, of any additional property intothetrust within a current valuation
yéar;

(4) For purposesof subdivision (2) of thissubsection, thenet fair market values of
the assets held in the trust on the first business day of a prior valuation year shall be
adjusted to reflect any reduction, in the case of a distribution or payment, or increase, in
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the case of a receipt, for the prior valuation year pursuant to subdivision (3) of this
subsection, asif the distribution, payment or receipt had occurred on thefirst day of the
prior valuation year;

(5) Inthe case of ashort accounting period, the trustee shall prorate the unitrust
amount on adaily basis,

(6) Inthecasewherethenet fair market value of an asset held in thetrust hasbeen
incorrectly determined either in acurrent valuation year or in aprior valuation year, the
unitrust amount shall beincreased in the case of an undervaluation, or bedecreased in the
case of an overvaluation, by an amount equal to the difference between the unitrust
amount determined based on the correct valuation of the asset and the unitrust amount
originally determined.

2. Asused in this section, the following ter ms mean:

(1) "Current valuation year", the accounting period of the trust for which the
unitrust amount is being determined;

(2) "Prior valuation year", each of the two accounting periods of the trust
immediately preceding the current valuation year.

3. In determining the sum of the net fair market values of the assets held in the
trust for purposes of subdivisions (1) and (2) of subsection 1 of thissection, there shall not
beincluded the value of:

(1) Any residential property or any tangible personal property that, asof thefirst
business day of the current valuation year, one or moreincome beneficiaries of the trust
have or had theright to occupy, or have or had theright to possessor control, other than
in a capacity astrustee, and instead the right of occupancy or theright to possession or
control shall bedeemed to betheunitrust amount with respect totheresidential property
or thetangible personal property; or

(2) Any asset specifically given toabeneficiary under thetermsof thetrust and the
return on investment on that asset, which return on investment shall bedistributabletothe
beneficiary.

4. Indeterminingthenet fair market value of each asset held in thetrust pursuant
to subdivisions (1) and (2) of subsection 1 of this section, the trustee shall, not less often
than annually, determine the fair market value of each asset of the trust that consists
primarily of real property or other property that is not traded on a regular basisin an
active market by appraisal or other reasonable method or estimate, and that
determination, if made reasonably and in good faith, shall be conclusive asto all persons
interested in the trust. Any claim based on a determination made pursuant to this
subsection shall be barred if not asserted in a judicial proceeding brought by any
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beneficiary with any inter est whatsoever in thetrust within two year safter thetrusteehas
sent areport to all qualified beneficiaries that adequately discloses the facts constituting
theclaim. Therulesset forth in subsection 2 of section 469.409 shall apply tothebarring
of claims pursuant to this subsection.

5. Thissection shall apply to the following trusts:

(1) Anytrust created after August 28, 2001, with respect to which thetermsof the
trust clearly manifest an intent that this section apply;

(2) Any trust created under an instrument that became irrevocable on or before
August 28, 2001, if thetrustee, in thetrustee'sdiscretion, electsto havethis section apply
two years from August 28, 2001, unless the instrument creating the trust provides
otherwise. Thetrustee shall deliver noticeto all qualified beneficiaries and the settlor of
thetrust, if heor sheisthen living, of thetrustee'sintent to make such an election at least
sixty days before making that election. Thetrustee shall have sole authority to makethe
election. Delivery of thenoticeto a person with respect to whom, pursuant to subdivision
(2) of section 472.300, RSM o, an order would bind a beneficiary of thetrust isdelivery of
notice to that beneficiary for all purposes of this subsection. An action or order by any
court shall not berequired. Theelection shall bemadeby asigned writingdelivered tothe
settlor of thetrust, if heor sheisthen living, andtoall qualified beneficiaries. Theelection
isirrevocable, unlessrevoked by order of the court having jurisdiction of thetrust. The
election may specify the per centageused to deter minetheunitrust amount pur suant tothis
section, provided that such percentage isthree percent or greater, or if no percentageis
specified, then that per centage shall be three percent. In making an election pursuant to
thissubsection, thetrustee shall be subject to the samelimitationsand conditionsasapply
to an adjustment between incomeand principal pursuant to subsections 3 and 4 of section
469.409;

(3) No action of any kind based on an election made or not made by a trustee
pursuant to subdivision (2) of this subsection shall be brought against the trustee by any
beneficiary of that trust three yearsfrom August 28, 2001.

469.413. After adecedent dies, in the case of an estate, or after an incomeinterest
in atrust ends, thefollowing rules apply:

(1) Afiduciary of an estateor of aterminatingincomeinterest shall determinethe
amount of net incomeand net principal receiptsreceived from property specifically given
toabeneficiary pursuant totherulesin sections469.417 to 469.461 which apply totrustees
and therulesin subdivision (5) of thissection. Thefiduciary shall distributethenet income
and net principal receiptsto the beneficiary who isto receive the specific property;

(2) Afiduciary shall determinetheremaining net income of a decedent's estate or
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a terminating income interest pursuant to therulesin sections 469.417 to 469.461 which
apply to trustees and by:

(& Includingin net incomeall income from property used to dischar geliabilities;

(b) Payingfromincomeor principal,inthefiduciary'sdiscretion, feesof attor neys,
accountantsand fiduciaries; court costsand other expensesof administration; and inter est
on death taxes, but thefiduciary may pay those expensesfrom income of property passing
toatrust for which thefiduciary claimsan estatetax marital or charitablededuction only
to the extent that the payment of those expenses from incomewill not cause thereduction
or loss of the deduction; and

(c) Paying from principal all other disbursementsmadeor incurred in connection
with the settlement of a decedent's estate or the winding up of a terminating income
interest, including debts, funeral expenses, disposition of remains, family allowances, and
death taxesand related penaltiesthat are apportioned tothe estate or terminatingincome
interest by thewill, thetermsof the trust, or applicable law;

(3) A fiduciary shall distributeto a beneficiary who receives a pecuniary amount
outright theinterest or any other amount provided by the will, the terms of thetrust, or
in the absence of any such provisions, the provisions of section 473.633, RSMo, from net
income determined pursuant to subdivision (2) of this section or from principal to the
extent that net income isinsufficient. If a beneficiary isto receive a pecuniary amount
outright from a trust after an income interest ends and no interest or other amount is
provided for by thetermsof thetrust or applicablelaw, thefiduciary shall distributethe
interest or other amount to which the beneficiary would be entitled under applicablelaw
if the pecuniary amount wererequired to be paid under a will;

(4) A fiduciary shall distribute the net income remaining after distributions
required by subdivision (3) of thissection in themanner described in section 469.415to all
other beneficiaries, includingabeneficiary whorecelvesapecuniary amount in trust, even
if the beneficiary holds an unqualified power to withdraw assets from thetrust or other
presently exercisable general power of appointment over thetrust;

(5) A fiduciary may not reduce principal or income receipts from property
described in subdivision (1) of this section because of a payment described in sections
469.451 and 469.453 to the extent that the will, the terms of the trust, or applicable law
requiresthefiduciary to makethe payment from assets other than the property or tothe
extent that the fiduciary recovers or expectsto recover the payment from athird party.
The net income and principal receiptsfrom the property are determined by including all
of theamountsthefiduciary receives or payswith respect to the property, whether those
amounts accrued or became due before, on or after the date of a decedent's death or an
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income interest's terminating event, and by making a reasonable provision for amounts
that thefiduciary believestheestateor terminatingincomeinter est may becomeobligated
to pay after the property isdistributed.

469.415. 1. Each beneficiary described in subdivision (4) of section 469.413 is
entitled toreceiveaportion of thenet income equal tothebeneficiary'sfractional inter est
in undistributed principal assets, using values as of the distribution date. If afiduciary
makes mor e than one distribution of assetsto beneficiariesto whom this section applies,
each beneficiary, including onewho doesnot receive part of thedistribution, isentitled, as
of each distribution date, to the net income the fiduciary has received after the date of
death or terminating event or earlier distribution date but has not distributed as of the
current distribution date.

2. In determining a beneficiary's share of net income, the following rules apply:

(1) Thebeneficiary isentitled to receive a portion of the net income equal to the
beneficiary'sfractional interest in the undistributed principal assetsimmediately before
thedistribution date, including assetsthat later may be sold to meet principal obligations;

(2) Thebeneficiary'sfractional interest in theundistributed principal assets shall
be calculated without regard to property specifically given to a beneficiary and property
required to pay pecuniary amountsnot in trust;

(3) Thebeneficiary'sfractional interest in the undistributed principal assets shall
be calculated on the basis of the aggregate value of those assets as of the distribution date
without reducing the value by any unpaid principal obligation;

(4) Thedistribution datefor purposes of this section may be the date as of which
thefiduciary calculatesthe value of the assetsif that dateisreasonably near the date on
which assets are actually distributed.

3. Ifafiduciary doesnot distributeall of thecollected but undistributed net income
to each person asof adistribution date, the fiduciary shall maintain appropriate records
showing the interest of each beneficiary in that net income.

4. A fiduciary may apply therulesin this section, to the extent that the fiduciary
considersit appropriate, tonet gain or lossrealized after the date of death or terminating
event or earlier distribution date from the disposition of a principal asset if this section
appliesto theincome from the asset.

469.417. 1. Anincomebeneficiary isentitled to net incomefrom thedate on which
theincomeinterest begins. Anincomeinterest beginson the date specified in thetermsof
the trust or, if no date is specified, on the date an asset becomes subject to a trust or
successive income inter est.

2. An asset becomes subject to a trust:
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(1) Onthedateitistransferred tothetrust in thecaseof an asset that istransferred
toatrust duringthetransferor'slife;

(2) Onthedateof atestator'sdeath in the case of an asset that becomes subject to
atrust by reason of awill, even if thereisan intervening period of administration of the
testator's estate; or

(3) Onthedate of an individual's death in the case of an asset that istransferred
toafiduciary by athird party because of theindividual's death.

3. An asset becomes subject to a successive income interest on the day after the
precedingincomeinter est ends, asdeter mined pur suant tosubsection 4 of thissection, even
if there is an intervening period of administration to wind up the preceding income
interest.

4. Anincomeinterest endson theday beforean incomebeneficiary diesor another
terminating event occurs, or on the last day of a period during which there is no
beneficiary to whom atrustee may distribute income.

469.419. 1. A trustee shall allocate an incomereceipt or disbursement other than
one to which section 469.413 appliesto principal if its due date occur s befor e a decedent
diesin the case of an estate or before an income interest beginsin the case of a trust or
successive income inter est.

2. A trustee shall allocate an income receipt or disbursement to income if its due
dateoccurson or after thedate on which a decedent diesor an incomeinterest beginsand
itisaperiodic duedate. Anincomereceipt or disbursement shall betreated asaccruing
from day to day if its due date is not periodic or it hasno due date. The portion of the
receipt or disbursement accruing before the date on which a decedent dies or an income
interest beginsshall beallocated to principal and the balance shall beallocated toincome.

3. Anitem of incomeor an obligation isdue on thedate a payment isrequired. If
a payment dateis not stated, thereisno due date for the purposes of sections 469.401 to
469.467. Distributionsto shareholders or other ownersfrom an entity to which section
469.423 applies are deemed to be due on the date fixed by the entity for deter mining who
isentitled toreceivethedistribution or, if no dateisfixed, on the declaration date for the
distribution. A due date is periodic for receipts or disbursements that shall be paid at
regular intervalsunder alease or an obligation to pay interest or if an entity customarily
makes distributionsat regular intervals.

469.421. 1. For purposesof thissection, thephrase" undistributed income" means
net incomer eceived befor ethedate on which anincomeinterest ends. Thephrasedoesnot
include an item of income or expense that isdue or accrued, or net income that has been
added or isrequired to be added to principal under the terms of the trust.
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2. When a mandatory income interest ends, the trustee shall pay to a mandatory
income beneficiary who survivesthat date, or the estate of a deceased mandatory income
beneficiary whose death causes the interest to end, the beneficiary's share of the
undistributed income that is not disposed of under the terms of the trust unless the
beneficiary has an unqualified power to revoke more than five percent of the trust
immediately beforetheincomeinterest ends. Inthelatter case, theundistributed income
from the portion of thetrust that may be revoked shall be added to principal.

3. When atrustee' sobligation to pay afixed annuity or afixed fraction of thevalue
of thetrust's assets ends, the trustee shall prorate the final payment if and to the extent
required by applicable law to accomplish a purpose of the trust or its settlor relating to
income, gift, estate or other tax requirements.

469.423. 1. For purposes of thissection, the term " entity" means a cor por ation,
partnership, limited liability company, regulated investment company, real estate
investment trust, common trust fund, or any other organization in which atrustee hasan
interest, other than atrust or estateto which section 469.425 applies, abusinessor activity
to which section 469.427 applies, or an asset-backed security to which section 469.447
applies.

2. Except as otherwise provided in this section, a trustee shall allocate to income
money received from an entity.

3. Atrustee shall allocate the following receipts from an entity to principal:

(1) Property other than money;

(2) Money received in one distribution or a series of related distributions in
exchangefor part or all of atrust'sinterest in the entity;

(3) Money received in total or partial liquidation of the entity; and

(4) Money received from an entity that isaregulated investment company or areal
estate investment trust if the money distributed is a capital gain dividend for federal
incometax purposes.

4. Money isreceived in partial liquidation:

(1) Totheextent that theentity, at or near thetimeof adistribution, indicatesthat
such money isadistribution in partial liquidation; or

(2) If thetotal amount of money and property received in adistribution or series
of related distributionsisgreater than twenty per cent of theentity'sgr ossassets, asshown
by the entity'syear-end financial statementsimmediately preceding theinitial receipt.

5. Money isnot received in partial liquidation, nor may it be taken into account
pursuant to subdivision (2) of subsection 4 of this section, to the extent that such money
doesnot exceed theamount of incometax that atrusteeor beneficiary shall pay on taxable
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income of the entity that distributesthe money.

6. A trustee may rely upon a statement made by an entity about the source or
character of adistribution if the statement is made at or near the time of distribution by
the entity'sboard of directorsor other person or group of personsauthorized to exercise
powersto pay money or transfer property comparable to those of a corporation’'sboard
of directors.

469.425. A trusteeshall allocate to income an amount received asa distribution of
incomefrom atrust or an estatein which thetrust hasan interest other than a purchased
interest, and shall allocate to principal an amount received as a distribution of principal
from such a trust or estate. If a trustee purchases an interest in a trust that is an
investment entity, or a decedent or donor transfersan interest in such atrust toatrustee,
section 469.423 or 469.449 shall apply to areceipt from thetrust.

469.427. 1. If atrusteewho conductsabusinessor other activity deter mines that
it isin the best interest of all the beneficiaries to account separately for the business or
activity instead of accounting for it aspart of the trust's general accounting records, the
trustee may maintain separate accounting recordsfor itstransactions, whether or not its
assets ar e segregated from other trust assets.

2. A trusteewho accountssepar ately for abusinessor other activity may determine
the extent to which net cash receiptsshall beretained for working capital, the acquisition
or replacement of fixed assets, and other reasonably foreseeable needs of the business or
activity, and the extent to which the remaining net cash receipts are accounted for as
principal or incomeinthetrust'sgeneral accountingrecords. If atrusteesellsassetsof the
businessor other activity, other than in theordinary cour se of thebusinessor activity, the
trustee shall account for the net amount received as principal in the trust's general
accounting records to the extent the trustee determines that the amount received is no
longer required in the conduct of the business.

3. Activitiesfor which atrustee may maintain separ ateaccountingrecordsinclude:

(1) Retail, manufacturing, service and other traditional business activities,

(2) Farming;

(3) Raising and sdlling livestock and other animals;

(4) Management of rental properties,

(5) Extraction of mineralsand other natural resour ces;

(6) Timber operations; and

(7) Activitiesto which section 469.447 applies.

469.429. A trustee shall allocateto principal:

(1) Totheextent not allocated to income pursuant to sections 469.401 to 469.467,



C.C.S.SCS HCS H.B. 241 15

© 0N O Ol W

10
11
12
13
14
15
16
17

~N o ok 0N

© 0O NO O & WDN

[ S S
w N - O

assets received from a transferor during the transferor's lifetime, a decedent's estate, a
trust with aterminating incomeinterest, or a payer under a contract naming thetrust or
itstrustee as beneficiary;

(2) Money or other property received from the sale, exchange, liquidation or
changein form of a principal asset, including realized profit, subject to sections 469.423
t0 469.467;

(3) Amounts recovered from third parties to reimburse the trust because of
disbursementsdescribed in subdivision (7) of subsection 1 of section 469.453 or for other
reasonsto the extent not based on theloss of income;

(4) Proceedsof property taken by eminent domain, but a separ ateaward madefor
the loss of income with respect to an accounting period during which a current income
beneficiary had a mandatory income interest isincome;

(5) Net income received in an accounting period during which there is no
beneficiary to whom atrustee may or shall distribute income; and

(6) Other receiptsasprovided in sections 469.435 to 469.449.

469.431. To the extent that a trustee accounts for receipts from rental property
pursuant to thissection, thetrustee shall allocate toincome an amount received asrent of
real or personal property, including an amount received for cancellation or renewal of a
lease. An amount received as a refundable deposit, including a security deposit or a
deposit that istobeapplied asrent for futureperiods, shall beadded to principal and held
subject to theterms of thelease and isnot availablefor distribution to a beneficiary until
thetrustee's contractual obligations have been satisfied with respect to that amount.

469.432. 1. Anamount received asinter est, whether determined at afixed, variable
or floatingrate, on an obligation to pay money tothetrustee, includingan amount received
as consideration for prepaying principal, shall be allocated to income without any
provision for amortization of premium.

2. A trustee shall allocate to principal an amount received from the sale,
redemption or other disposition of an obligation to pay money tothetrusteemorethan one
year after it is purchased or acquired by the trustee, including an obligation whose
purchase price or value when it is acquired is less than its value at maturity. If the
obligation matures within one year after it is purchased or acquired by the trustee, an
amount received in excessof itspurchasepriceor itsvaluewhen acquired by thetrust shall
be allocated to income.

3. Thissection does not apply to an obligation to which section 469.437, 469.439,
469.441, 469.443, 469.447 or 469.449 applies.

469.433. 1. Except asotherwise provided in subsection 2 of this section, a trustee
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shall allocateto principal theproceedsof alifeinsurancepolicy or other contract in which
thetrust or itstrusteeisnamed as beneficiary, including a contract that insuresthetrust
or itstrustee against lossfor damageto, destruction of, or lossof titletoatrust asset. The
trustee shall allocate dividends on an insurance policy to income if the premiums on the
policy are paid from income, and to principal if the premiumsare paid from principal.

2. A trusteeshall allocatetoincome proceeds of a contract that insuresthetrustee
against loss of occupancy or other use by anincomebeneficiary, lossof income, or, subj ect
to section 469.427, loss of profitsfrom a business.

3. Thissection does not apply to a contract to which section 469.437 applies.

469.435. If atrustee determinesthat an allocation between principal and income
required by section 469.437, 469.439, 469.441, 469.443 or 469.447 is insubstantial, the
trustee may allocate the entire amount to principal unless one of the circumstances
described in subsection 3 of section 469.405 appliesto the allocation. Thispower may be
exercised by a co-trusteein the circumstancesdescribed in subsection 4 of section 469.405
and may bereleased for thereasonsand in themanner described in subsection 5 of section
469.405. An allocation ispresumed to beinsubstantial if:

(1) The amount of the allocation would increase or decrease net income in an
accounting period, as determined before the allocation, by lessthan ten percent; or

(2) Thevalue of theasset producing the receipt for which the allocation would be
madeislessthan ten percent of thetotal value of thetrust's assets at the beginning of the
accounting period.

469.437. 1. Asused in thissection, the following terms mean:

(1) "Payment", an amount that is:

(8) Received or withdrawn from a plan; or

(b) Oneof aseriesof distributionsthat have been or will bereceived over afixed
number of yearsor during the life of one or more individuals under any contractual or
other arrangement, or isasinglepayment from a plan that thetrustee could havereceived
over afixed number of yearsor during thelife of one or moreindividuals;

(2) "Plan", a contractual, custodial, trust or other arrangement that providesfor
distributions to the trust, including, but not limited to, qualified retirement plans,
I ndividual Retirement Accounts, Roth Individual Retirement Accounts, publicand private
annuities, and deferred compensation, including paymentsreceived dir ectly from an entity
asdefined in section 469.423r egar dlessof whether or not such distributionsaremadefrom
a specific fund or account.

2. If any portion of a payment is characterized as a distribution to the trustee of
interest, dividends or a dividend equivalent, the trustee shall allocate the portion so
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characterized to income. The trustee shall allocate the balance of that payment to
principal.

3. If no part of a payment is allocated to income pursuant to subsection 2 of this
section, then for each accounting period of thetrust that any payment isreceived by the
trust with respect to thetrust'sinterest in a plan, the trustee shall allocate to income that
portion of the aggregate value of all paymentsreceived by the trustee in that accounting
period equal to the amount of plan income attributable to the trust'sinterest in the plan
for that calendar year. Thetrusteeshall allocatethe balance of that payment to principal.

4. For purposesof thissection, if apayment isreceived from a plan that maintains
a separate account or fund for its participants or account holders, including, but not
limited to, defined contribution retirement plans, Individual Retirement Accounts, Roth
Individual Retirement Accounts, and some types of deferred compensation plans, the
phrase" plan income" shall mean either the amount of the plan account or fund held for
thebenefit of thetrust that, if the plan account or fund wereatrust, would be allocated to
income pur suant to sections469.401 to 469.467 for that accounting period, or four percent
of the value of the plan account or fund on thefirst day of that accounting period. The
method of determining plan income pursuant to this subsection shall be chosen by the
trustee in the trustee's discretion. The trustees may change the method of determining
plan income pursuant to this subsection for any future accounting period.

5. For purposesof thissection if the payment isreceived from a plan that does not
maintain a separ ate account or fund for its participants or account holders, including by
way of example and not limitation defined benefit retirement plans and some types of
deferred compensation plans, theterm " plan income" shall mean four per cent of thetotal
present value of thetrust'sinterest in the plan asof thefirst day of theaccounting period,
based on reasonable actuarial assumptions as deter mined by the trustee.

6. If, to obtain an estate or gift tax marital deduction for a trust, a trustee shall
allocate mor e of a payment to income than provided for by this section, the trustee shall
allocate to income the additional amount necessary to obtain the marital deduction.

469.439. 1. Asused in thissection, the phrase” liquidating asset” means an asset
whose value will diminish or terminate because the asset is expected to produce receipts
for a period of limited duration. The phrase includes a leasehold, patent, copyright,
royalty right, and right to receive paymentsduring a period of morethan oneyear under
an arrangement that does not providefor the payment of interest on the unpaid balance.
The phrase does not include a payment subject to section 469.437, resour ces subject to
section 469.441, timber subject to section 469.443, an activity subject to section 469.447, an
asset subject to section 469.449, or any asset for which thetrustee establishesareservefor
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depreciation pursuant to section 469.455.

2. A trustee shall allocateto incometen percent of thereceiptsfrom aliquidating
asset and the balanceto principal.

469.441. 1. Totheextent that a trustee accounts for receiptsfrom an interest in
mineralsor other natural resour cespur suant tothissection, thetrusteeshall allocatethem
asfollows:

(1) If received asnominal delay rental or nominal annual rent on alease, a receipt
shall be allocated to income;

(2) If received from a production payment, a receipt shall be allocated to income
if and tothe extent that the agreement creating the production payment providesafactor
for interest or itsequivalent. The balance shall beallocated to principal;

(3) If anamount received asaroyalty, shut-in-well payment, take-or -pay payment,
bonusor delay rental ismorethan nominal, ninety percent shall be allocated to principal
and the balanceto income;

(4) If an amount is received from a working interest or any other interest not
provided for in subdivision (1), (2) or (3) of this subsection, ninety percent of the net
amount received shall be allocated to principal and the balanceto income.

2. An amount received on account of an interest in water that isrenewable shall be
allocated to income. If thewater isnot renewable, ninety percent of the amount shall be
allocated to principal and the balanceto income.

3. Sections 469.401 to 469.467 apply whether or not a decedent or donor was
extracting minerals, water or other natural resources beforethe interest became subject
tothetrust.

4. If atrust owns an interest in minerals, water or other natural resources on
August 28, 2001, thetrustee may allocater eceiptsfrom theinterest asprovided in sections
469.401t0469.467 or inthemanner used by thetrusteebefore August 28, 2001. If thetrust
acquiresan interest in minerals, water or other natural resour ces after August 28, 2001,
the trustee shall allocate receipts from the interest as provided in sections 469.401 to
469.467.

469.443. 1. Totheextent that atrusteeaccountsfor receiptsfromthesaleof timber
and related products pursuant to this section, the trustee shall allocate the net receipts:

(1) Toincometotheextent that theamount of timber removed from theland does
not exceed the rate of growth of the timber during the accounting periods in which a
beneficiary has a mandatory incomeinterest;

(2) To principal to the extent that the amount of timber removed from the land
exceedstherate of growth of the timber or the net receipts are from the sale of standing
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timber;

(3) Toor between income and principal if the net receipts are from the lease of
timberland or from a contract to cut timber from land owned by atrust, by determining
theamount of timber removed from theland under thelease or contract and applyingthe
rulesin subdivisions (1) and (2) of this subsection; or

(4) Toprincipal totheextent that advance payments, bonusesand other payments
arenot allocated pursuant to either subdivision (1), (2) or (3) of this subsection.

2. In determining net receipts to be allocated pursuant to subsection 1 of this
section, atrusteeshall deduct and transfer to principal areasonableamount for depletion.

3. Sections 469.401 to 469.467 apply whether or not a decedent or transferor was
harvesting timber from the property beforeit became subject to thetrust.

4. If atrust owns an interest in timberland on August 28, 2001, the trustee may
allocate net receipts from the sale of timber and related products as provided in sections
469.401t0469.467 or inthemanner used by thetrusteebefore August 28, 2001. If thetrust
acquires an interest in timberland after August 28, 2001, the trustee shall allocate net
receipts from the sale of timber and related products as provided in sections 469.401 to
469.467.

469.445. 1. If amarital deduction isallowed for all or part of atrust whose assets
consist substantially of property that does not provide the spouse with sufficient income
from or useof thetrust assets, and if theamountsthat thetrusteetransfer sfrom principal
to income pursuant to section 469.405 and distributes to the spouse from principal
pursuant tothetermsof thetrust areinsufficient to providethe spousewith the beneficial
enjoyment required to obtain the marital deduction, the spouse may requirethetrusteeto
make property productive of income, convert property within a reasonable time, or
exercise the power conferred by subsection 1 of section 469.405. The trustee may decide
which action or combination of actionsto take.

2. In cases not governed by subsection 1 of this section, proceeds from the sale or
other disposition of an asset areprincipal without regard totheamount of incomethe asset
produces during any accounting period.

469.447. 1. Asused in this section, the term " derivative® means a contract or
financial instrument or a combination of contractsand financial instrumentswhich gives
atrust theright or obligation to participatein someor all changesin thepriceof atangible
or intangible asset or group of assets, or changesin arate, an index of pricesor rates, or
other market indicator for an asset or a group of assets.

2. Tothe extent that a trustee does not account pursuant to section 469.427 for
transactions in derivatives, the trustee shall allocate to principal receipts from and
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disbursements made in connection with those transactions.

3. If atrusteegrantsan option to buy property from thetrust, whether or not the
trust ownstheproperty when theoption isgranted, grantsan option that per mitsanother
person to sell property to thetrust, or acquiresan option to buy property for thetrust or
an option to sell an asset owned by thetrust, and thetrustee or other owner of theasset is
required todeliver theasset if the option isexercised, an amount received for grantingthe
option shall beallocated to principal. An amount paid to acquirethe option shall be paid
from principal. A gain or lossrealized upon the exer cise of an option, including an option
granted to a settlor of thetrust for servicesrendered, shall be allocated to principal.

469.449. 1. Asused in thissection, the phrase " asset-backed security” meansan
asset whose valueisbased upon theright it givesthe owner to receive distributions from
theproceedsof financial assetsthat providecollateral for thesecurity. Thephraseincludes
an asset that givesthe owner theright to receive from the collateral financial assetsonly
the interest or other current return or only the proceeds other than interest or current
return. Thephrasedoesnot include an asset to which section 469.423 or 469.435 applies.

2. If atrust receives a payment from interest or other current return and from
other proceeds of the collateral financial assets, the trustee shall allocate to income the
portion of the payment which the payer identifiesasbeing from interest or other current
return and shall allocate the balance of the payment to principal.

3. If atrust receivesoneor morepaymentsin exchangefor thetrust'sentireinterest
in an asset-backed security in one accounting period, the trustee shall allocate the
paymentsto principal. If a payment isone of a series of paymentsthat will result in the
liquidation of thetrust'sinterest in thesecurity over morethan oneaccounting period, the
trustee shall allocate ten percent of the payment to income and the balance to principal.

469.451. A trustee shall make the following disbursements from income to the
extent that they are not disbur sementsto which paragraph (b) or (c) of subdivision (2) of
section 469.413 applies:

(1) One-half of theregular compensation of thetr usteeand of any per son providing
investment advisory or custodial servicesto thetrustee;

(2) One-half of all expensesfor accountings, judicial proceedings, or other matters
that involve both the income and remainder interests;

(3) All of the other ordinary expenses incurred in connection with the
administration, management or preservation of trust property and the distribution of
income, including interest, ordinary repairs, regularly recurring taxes assessed against
principal,and expensesof aproceedingor other matter that concernsprimarily theincome
interest; and
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(4) Recurring premiumson insurance covering thelossof a principal asset or the
loss of income from or use of the asset.

469.453. 1. A trustee shall make the following disbursementsfrom principal:

(1) Theremaining one-half of thedisbursementsdescribed in subdivisions(1) and
(2) of section 469.451;

(2) All of thetrustee' scompensation calculated on principal asafeefor acceptance,
distribution or termination, and disbursements madeto prepare property for sale;

(3) Paymentson the principal of atrust debt;

(4) Expensesof a proceeding or other matter that concerns primarily an interest
in principal;

(5) Premiums paid on a policy of insurance not described in subdivision (4) of
section 469.451 of which thetrust isthe owner and beneficiary;

(6) Estate, inheritance and other transfer taxes, including penalties, apportioned
tothetrust; and

(7) Disbursements related to environmental matters, including reclamation,
assessing environmental conditions, remedying and removing environmental
contamination, monitoring remedial activities and the release of substances, preventing
futurereleases of substances, collecting amountsfrom personsliable or potentially liable
for the costsof thoseactivities, penaltiesimposed under environmental lawsor regulations
and other payments madeto comply with thoselaws or regulations, statutory or common
law claims by third parties, and defending claims based on environmental matters.

2. If aprincipal asset isencumber ed with an obligation that requiresincomefrom
that asset to be paid directly to the creditor, the trustee shall transfer from principal to
income an amount equal to the income paid to the creditor in reduction of the principal
balance of the obligation.

469.455. 1. Asused in thissection, theterm " depreciation” meansareduction in
value due to wear, tear, decay, corrosion or gradual obsolescence of a fixed asset having
auseful life of morethan one year.

2. Atrusteemay transfer to principal areasonableamount of thenet cash receipts
from aprincipal asset that issubject to depreciation, but may not transfer any amount for
depreciation:

(1) Of that portion of real property used or availablefor use by a beneficiary asa
residence or of tangible personal property held or made availablefor the personal use or
enjoyment of a beneficiary;

(2) During the administration of a decedent's estate; or

(3) Pursuant tothissection if thetrusteeisaccounting pursuant to section 469.427
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for the business or activity in which the asset isused.

3. An amount transferred to principal need not be held as a separate fund.

469.457. 1. If a trustee makes or expects to make a principal disbursement
described in this section, thetrustee may transfer an appropriate amount from incometo
principal in oneor moreaccounting periodstoreimburseprincipal or toprovideareserve
for future principal disbursements.

2. Principal disbursementstowhich subsection 1 of thissection appliesincludethe
following, but only to the extent that the trustee has not been and does not expect to be
reimbursed by a third party:

(1) Anamount chargeabletoincomebut paid from principal becauseitisunusually
large, including extraordinary repairs,

(2) Disbursements made to prepare property for rental, including tenant
allowances, leasehold improvements, and broker's commissions;

(3) Periodic paymentson an obligation secured by a principal asset to the extent
that the amount transferred from income to principal for depreciation is less than the
periodic payments; and

(4) Disbursementsdescribed in subdivision (7) of subsection 1 of section 469.453.

3. If the asset whose owner ship givesrise to the disbur sements becomes subject to
a successive income interest after an income interest ends, a trustee may continue to
transfer amounts from incometo principal as provided in subsection 1 of this section.

469.459. 1. A tax required to be paid by atrustee based on receipts allocated to
income shall be paid from income.

2. Atax required to be paid by a trustee based on receipts allocated to principal
shall bepaid from principal, even if thetax iscalled an incometax by thetaxing authority.

3. Ataxrequired tobepaid by atrustee on thetrust's share of an entity'staxable
income shall be paid proportionately:

(1) Fromincometotheextent that receiptsfrom theentity areallocated toincome;
and

(2) From principal to the extent that:

(a) Receiptsfrom theentity areallocated to principal; and

(b) The trust's share of the entity's taxable income exceeds the total receipts
described in subdivision (1) of thissubsection and paragraph (a) of subdivision (2) of this
subsection.

4. For purposes of this section, receipts allocated to principal or income shall be
reduced by theamount distributed to abeneficiary from principal or incomefor which the
trust receives a deduction in calculating the tax.
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469.461. 1. A fiduciary may make adjustments between principal and income to
offset the shifting of economic interests or tax benefits between income beneficiaries and
remainder beneficiarieswhich arise from:

(1) Elections and decisions, other than those described in subsection 2 of this
section, that the fiduciary makes from time to timeregarding tax matters,

(2) An income tax or any other tax that is imposed upon the fiduciary or a
beneficiary asaresult of atransaction involving or adistribution from theestateor trust;
or

(3) The ownership by an estate or trust of an interest in an entity whose taxable
income, whether or not distributed, isincludablein the taxableincome of the estate, trust
or a beneficiary.

2. If the amount of an estate tax marital deduction or charitable contribution
deduction is reduced because a fiduciary deducts an amount paid from principal for
incometax purposesinstead of deducting it for estatetax purposes, and asa result estate
taxes paid from principal are increased and income taxes paid by an estate, trust or
beneficiary aredecreased, each estate, trust or beneficiary that benefitsfrom the decr ease
in incometax shall reimburse the principal from which theincreasein estatetax is paid.
The total reimbursement shall equal the increase in the estate tax to the extent that the
principal used to pay the increase would have qualified for a marital deduction or
charitable contribution deduction but for the payment. The proportionate share of the
reimbur sement for each estate, trust or beneficiary whoseincometaxesarereduced shall
be the same as its proportionate share of the total decrease in income tax. An estate or
trust shall reimburse principal from income.

469.463. I n applyingand construing sections469.401t0469.467, consider ation shall
be given to the need to promote uniformity of the law with respect to its subject matter
among statesthat enact it.

469.465. If any provision of sections 469.401 to 469.467 or the application of these
sectionsto any person or circumstanceisheld invalid, the invalidity does not affect other
provisionsor applicationsof sections469.401 to 469.467 which can begiven effect without
theinvalid provision or application.

469.467. Sections 469.401 to 469.467 apply to every trust or decedent's estate
existing on August 28, 2001, except as otherwise expressly provided in thewill or terms of
thetrust or in sections 469.401 to 469.467.

[456.012. Trustees, executors, administrators, and conservators of the estates of
minors and disabled persons, unless the terms of the instruments, if any, under which
they are acting otherwise provide, shall allocate receipts from sources described in
section 456.013 in accordance with that section.]
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[456.013. 1. Distributionsmadefrom ordinary incomeby aregulated investment
company or by atrust qualifying and electing to be taxed under federal law as a real
estateinvestment trust areincome. All other distributions made by the company or trust,
includingdistributionsfrom capital gains, depreciation, or depletion, whether intheform
of cash or an option to take new stock or cash or an option to purchase additional shares,
areprincipal.

2. The provisions of sections 456.012 and 456.013 shall apply to any receipts
received after October 13, 1969, by any trust, guardianship or decedent's estate whether
established before or after October 13, 1969, and whether the asset involved was
acquired before or after October 13, 1969.]

[456.700. Asused in thischapter:

(1) "Incomebeneficiary" meansthe personto whomincomeis presently payable
or for whom it is accumul ated for distribution as income;

(2) "Inventory value" meansthe cost of property purchased by the trustee and the
market value of other property at the time it became subject to the trust, but the trustee
may use any value finally determined for the purposes of an estate or other transfer tax;

(3) "Remainderman” means the person entitled to principal, including income
which has been accumulated and added to principal;

(4) "Trustee" means an origina trustee and any successor or added trustee.]

[456.710. 1. A trust shall be administered with due regard to the respective
interests of income beneficiaries and remaindermen. A trust is so administered with
respect to the allocation of receipts and expenditures if a receipt is credited or an
expenditure is charged to income or principal or partly to each:

(1) Inaccordancewiththetermsof thetrust instrument, notwithstanding contrary
provisions of this chapter;

(2) In the absence of any contrary terms of the trust instrument, in accordance
with the provisions of this chapter; or

(3) If neither of the preceding rules of administration isapplicable, inaccordance
with what is reasonable and equitablein view of theinterests of those entitled to income
as well as of those entitled to principal, and in view of the manner in which men of
ordinary prudence, discretion and judgment would act in the management of the affairs
of others.

2. If the trust instrument gives the trustee discretion in crediting a receipt or
charging an expenditure to income or principal or partly to each, no inference of
imprudence or partiality arises from the fact that the trustee has made an allocation
contrary to a provision of this chapter.]

[456.720. 1. Incomeisthereturnin money or property derived from the use of
principa or income, including return received as:

(1) Rent of real or personal property, including sums received for cancellation
or renewal of alease,

(2) Interest on money lent, including sums received as consideration for the
privilege of prepayment of principal except as provided in section 456.760 on bond
premium and bond discount;
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(3) Income earned during administration of a decedent's estate as provided in
section 456.740;

(4) Corporate distributions as provided in section 456.750;

(5) Accrued increment on bonds or other obligations issued at discount as
provided in section 456.760;

(6) Receipts from business and farming operations as provided in section
456.770;

(7) Receipts from disposition of natural resources as provided in sections
456.780 and 456.790;

(8) Receipts from other principal subject to depletion as provided in section
456.800.

2. Principal isthe property which has been set aside by the owner or the person
legally empowered so that itisheld in trust eventually to be delivered to aremainderman
while the return or use of the principal isin the meantime taken or received by or held
for accumulation for an income beneficiary. Principal includes:

(1) Consideration received by thetrustee onthesaleor other transfer of principal
or on repayment of aloan or as a refund or replacement of a change in the form of
principal;

(2) Proceeds of property taken on eminent domain proceedings,

(3) Proceeds of insurance upon property forming part of the principal except
proceeds of insurance upon a separate interest of an income beneficiary;

(4) Stock dividends, receiptson liquidation of acorporation, and other corporate
distributions as provided in section 456.750;

(5 Receiptsfrom the disposition of corporate securities as provided in section
456.760;

(6) Royaltiesand other recel ptsfrom disposition of natural resourcesas provided
in sections 456.780 and 456.790;

(7) Receipts from other principal subject to depletion as provided in section
456.800;

(8) Any profit resulting from any change in the form of principal;

(99 Any alowances for depreciation established under section 456.770 and
subdivision (2) of subsection 1 of section 456.810.

3. After determining income and principal in accordance with the terms of the
trust instrument or of this chapter, the trustee shall charge to income or principal
expenses and other charges as provided in section 456.810.]

[456.730. 1. Anincome beneficiary isentitled toincomefrom the date specified
inthetrust instrument, or, if noneis specified, from the date an asset becomes subject to
the trust. In the case of an asset becoming subject to a trust by reason of a will, it
becomes subject to the trust as of the date of the death of the testator even though there
isan intervening period of administration of the testator's estate; but, during such period
of administration the personal representative of thetestator's estate shall have no duty to
distribute income currently to any such income beneficiary, unless otherwise provided
by the governing instrument.
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2. Inthe administration of a decedent's estate or an asset becoming subject to a
trust by reason of awill:

(1) Receipts due but not paid at the date of death of the testator are principal;

(2) Receiptsintheform of periodic payments, other than corporate distributions
to stockholders, including rent, interest, or annuities, not due at the date of the death of
the testator shall be treated as accruing from day to day. That portion of the receipt
accruing before the date of death is principal, and the balance isincome.

3. Inall other cases, any receipt from an income- producing asset isincome even
though the receipt was earned or accrued in whole or in part before the date when the
asset became subject to the trust.

4. On termination of an income interest, the income beneficiary whose interest
isterminated, or his estate, is entitled to:

(1) Income undistributed on the date of termination;

(2) Income due but not paid to the trustee on the date of termination;

(3) Incomeintheform of periodic payments, other than corporate distributions
to stockholders, including rent, interest, or annuities, not due on the date of termination,
accrued from day to day.

5. Corporatedistributionsto stockholders shall betreated asdue on theday fixed
by the corporation for determination of stockholdersof record entitled to distribution or,
if no dateisfixed, on the date of declaration of the distribution by the corporation.

6. Unlessthe terms of the trust refer to this subsection and provide otherwise,
upon the death of anincome beneficiary who wasthe spouse of the settlor at thetime any
property was considered transferred to thetrust by the settlor for federal gift tax purposes
or was the surviving spouse of a decedent in whose gross estate for federal estate tax
purposeswasincluded property which was considered transferred to the trust for federal
estate tax purposes as aresult of the decedent's death, any item of income described in
subsection 4 of this section which is not payable to the estate of the income beneficiary
pursuant to that subsection or pursuant to the terms of the trust shall be distributed to
those persons, associ ations, corporations, trusts or governmental agencies, including the
estate of theincome beneficiary, who shall be appointed to receive such items of income
by theincome beneficiary by aprovision in such beneficiary'swill or aninter vivos deed
or other instrument signed by such beneficiary. Such power of appointment shall be
exercisable by theincome beneficiary aloneand in al events. If theincome beneficiary
shall fail so to provide for the appointment of all of suchitemsof income, or if any such
provisions shal, for any reason, not effectively appoint all of such items of income, all
of suchitems of income not so effectively appointed shall be distributed pursuant to the
terms of the trust. This subsection shall be effective with respect to al wills and
revocable inter vivos trusts executed or created by persons who die or have died after
December 31, 1981, and to irrevocable inter vivos trusts which are or have been created
after December 31, 1981.]

[456.740. 1. Unlessthe will otherwise provides, and subject to subsection 2 of
this section, all expenses incurred in connection with the settlement of a decedent's
estate, including debts, funeral expenses, estate taxes, penaltiesconcerning taxes, family
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allowances, fees of attorneys and personal representatives, and court costs shall be
charged against the principal of the estate.

2. Unless the will otherwise provides, income from the assets of a decedent's
estate after the death of the testator and before distribution, including income from
property used to discharge liabilities, shall be determined in accordance with the rules
applicable to atrustee under this chapter and distributed as follows:

(1) To specificlegatees and devisees, the income from the property bequeathed
or devised to them respectively, less taxes, ordinary repairs, and other expenses of
management and operation of the property, and an appropriate portion of interest accrued
since the death of the testator on indebtedness secured by such property and of taxes
imposed on income, excluding taxes on capital gains, which accrue during the period of
administration;

(2) To the legatee of a pecuniary bequest not in trust to the extent the same
remains unsatisfied twelve months after the date of the death of the testator, interest,
which shall be paid from the balance of theincome, at arate equal to that allowed by law
on money due upon order of the court, except that if the court findsthat any such bequest
cannot be paid without jeopardizing the rights of interested parties because of litigation
or other circumstances, the court shall determine what rate of interest, if any, shall be
allowed, after taking into consideration the income of the estate; and

(3) Toadll other legatees and devisees, except legatees of pecuniary bequests not
in trust, the remaining balance of the income, less the balance of taxes, ordinary repairs,
and other expenses of management and operation of all property from which the estate
isentitled to income, interest accrued since the death of the testator, interest paid by the
estate with respect to estate taxes and taxes imposed on income, excluding taxes on
capital gains, which accrue during the period of administration, in proportion to their
respective interests in the undistributed assets of the estate computed at times of
distribution on the basis of inventory value; but the amount of income earned during the
further administration of the estate from and after the date or dates of payment of any
estate tax shall be distributed to such beneficiaries in proportion to their respective
interestsinthe undistributed assets of the estate after the making of such paymentsonthe
basis of the fair market value of such assets immediately after the making of such
payment.

3. Incomereceived by atrustee under subsection 2 of this section shall betreated
asincome of the trust.]

[456.750. 1. Corporate distributions of shares of the distributing corporation,
including distributions in the form of a stock split or stock dividend, are principal. A
right to subscribe to shares or other securities issued by the distributing corporation
accruing to stockholders on account of their ownership and the proceeds of any sale of
the right are principal.

2. Excepttotheextent that the corporation indicatesthat some part of acorporate
distribution isasettlement of preferred or guaranteed dividendsaccrued sincethetrustee
became a stockholder or isin lieu of an ordinary cash dividend, a corporate distribution
isprincipal if the distribution is pursuant to:
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(1) A cal of shares;

(2) A merger, consolidation, reorganization, or other plan by which assets of the
corporation are acquired by another corporation; or

(3) A total or partial liquidation of the corporation, including any distribution
which the corporation indicates is a distribution in total or partial liquidation or any
distribution of assets, other than cash, pursuant to a court decree or final administrative
order by a government agency ordering distribution of the particular assets.

3. Distributions made from ordinary income by aregul ated investment company
or by a trust qualifying and electing to be taxed under federal law as a real estate
investment trust are income. All other distributions made by the company or trust,
includingdistributionsfrom capital gains, depreciation, or depletion, whether intheform
of cash or an option to take new stock or cash or an option to purchase additional shares,
areprincipal.

4. Except as provided in subsections 1, 2, and 3 of this section, or unless the
trustee determines otherwise, as provided in subsection 5 of this section, al corporate
distributions areincome, including cash dividends, distributionsof or rightsto subscribe
to shares or securities or obligations of corporations other than the distributing
corporation, and the proceeds of therightsor property distributions. Except as provided
in subsections 2 and 3 of this section, or otherwise determined by the trustee pursuant to
subsection 5 of this section, if the distributing corporation gives astockholder an option
to receive a distribution either in cash or in its own shares, the distribution chosen is
income.

5. Thetrustee may rely upon any statement of the distributing corporation as to
any fact relevant under any provision of this chapter concerning the source or character
of dividends or distributions of corporate assets.]

[456.760. 1. Bonds or other obligations for the payment of money are principal
at their inventory value, except as provided in subsection 2 for discount bonds. No
provision shall be made for amortization of bond premiums or for accumulation for
discount. The proceeds of sale, redemption, or other disposition of the bonds or
obligations are principal.

2. Theincrement invalue of abond or other obligation for the payment of money
payable at afuture timein accordance with afixed schedul e of appreciation in excess of
the price at which it was issued is distributable as income. The increment in value is
distributable to the beneficiary who was the income beneficiary at the time of increment
from the first principal cash available or, if none is available, when realized by sale,
redemption, or other disposition. Whenever unrealized increment is distributed as
income but out of principal, the principal shall be reimbursed for the increment when
realized.]

[456.770. 1. If atrustee uses any part of the principal in the continuance of a
business of which the settlor was a sole proprietor or apartner, the net profitsand losses
of the business shall be computed in accordance with generally accepted accounting
principlesfor acomparable business. Net profitsareincome; and if alossresultsin any
fiscal year, the loss shall be carried into a subsequent fiscal year for purposes of
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computing income of the business.

2. Generally accepted accounting principles shall be used to determine income
from an agricultural or farming operation, including the raising of animals or the
operation of anursery.]

[456.780. 1. Unlessthegoverninginstrument providesotherwiseor thedecedent
prior to death or the settlor treated the receipts otherwise, if any part of the principal
consistsof aright to receiveroyalties, overriding or limited royalties, working interests,
production payments, net profit interests, or other interests in minerals or other natural
resources in, on or under land, the receipts from taking the natural resources from the
land shall be allocated as follows:

(1) If received asrent on alease or extension payments on a lease, the receipts
areincome,

(2) If received from a production payment, the receipts are income to the extent
of any factor for interest or its equivalent provided in the governing instrument. There
shall be allocated to principal the fraction of the balance of the receipts which the
unrecovered cost of the production paymentsbearsto the balance owed on the production
payment, exclusive of any factor for interest or itsequivalent. Thereceiptsnot allocated
to principal are income;

(3) If received as aroyalty, overriding or limited royalty, or bonus, or from a
working, net profit, or any other interest in minerals or other natural resources, receipts
not provided for in the preceding subdivisions of this subsection shall be apportioned on
ayearly basis in accordance with this subdivision whether or not any natural resource
was being taken from the land at the time the trust was established. Fifteen percent of
the gross receipts, but not to exceed fifty percent of the net receipts remaining after
payment of al expenses, direct and indirect, computed without allowance for depletion,
shall be added to principa as an allowance for depletion. The balance of the gross
receipts, after payment therefrom of all expenses, direct and indirect, isincome.

2. If atrustee, on September 28, 1983, held an item of depletable property of a
type specified in this section, he shall allocate receipts from the property in the manner
used before September 28, 1983, but as to all depletable property acquired on or after
September 28, 1983, by an existing or new trust, the method of alocation provided
herein shall be used.

3. Thissection does not apply to timber, water, soil, sod, turf, or mosses.]

[456.790. If any part of the principal consists of land from which merchantable
timber may be removed, the receipts from taking the timber from the land shall be
allocated in accordance with subdivision (3) of subsection 1 of section 456.710.]

[456.800. Except as provided in sections 456.780 and 456.790, if the principal
consists of property subject to depletion, including leaseholds, patents, copyrights,
royalty rights, rights to receive payments from a benefit plan including, without
l[imitations, any pension, retirement, individual retirement, death benefit, stock bonusor
profit sharing plan, or system of trust, and rights to receive payments on a contract for
deferred compensation, in no event shall the trust be deemed to have received income
with respect to such property until the trust receives a distribution with respect to such
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property, and, in any event, only ten percent of the receipts from such property on a
noncumulative basis isincome, and the balance is principal .]

[456.810. 1. Thefollowing charges shall be made against income:

(1) Ordinary expenses incurred in connection with the administration,
management, or preservation of the trust property, including regularly recurring taxes
assessed against any portion of the principal, water rates, premiums on insurance taken
upon the interests of the income beneficiary, remainderman, or trustee, interest paid by
the trustee, and ordinary repairs;

(2) A reasonable alowance for depreciation on property subject to depreciation
under generally accepted accounting principles, but no alowance shall be made for
depreciation of that portion of any real property used by a beneficiary as aresidence or
for depreciation of any property held by the trustee on September 28, 1983, for which the
trustee is not then making an allowance for depreciation;

(3) Court costs, attorney's fees, and other fees on accountings or judicia
proceedingsif the matter primarily concernstheincomeinterest, unlessthe court directs
otherwise;

(4) One-hdf of thetrustee'sregular compensation, whether based on apercentage
of principal or income, and all expenses reasonably incurred for current management of
principal and application of income;

(5 Any tax levied upon receipts defined asincome under the provisions of this
chapter or the trust instrument and payable by the trustee.

2. If charges against income are of unusual amount, the trustee may by means of
reserves or other reasonable means charge them over a reasonable period of time and
withhold from distribution sufficient sums to regularize distributions.

3. Thefollowing charges shall be made against principal:

(1) Trustee'scompensation not chargeabletoincome under subdivisions (3) and
(4) of subsection 1, special compensation of trustees, expenses reasonably incurred in
connection with principal, court costs and attorney's fees primarily concerning matters
of principal, and trustee's compensation computed on principal as an acceptance,
distribution, or termination fee;

(2) Chargesnot provided for in subsection 1, including the cost of investing and
reinvesting principal, thepaymentson principal of anindebtedness, includingamortgage
amortized by periodic payments of principal, expenses for preparation of property for
rental or sale, and, unlessthe court directs otherwise, expenses incurred in maintaining
or defending any action to construethetrust or protect it or the property or assurethetitle
of any trust property;

(3) Extraordinary repairsor expensesincurred in making a capital improvement
to principal, including special assessments, but, atrustee may establish an alowancefor
depreciation out of incometo the extent permitted by subdivision (2) of subsection 1 and
by section 456.770;

(4) Any tax levied upon profit, gain, or other receipts allocated to principal
notwithstanding denomination of the tax as an income tax by the taxing authority;

(5) If an estate tax is levied in respect of a trust in which both an income
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beneficiary and a remainderman have an interest, any amount apportioned to the trust,
includinginterest and penalties, even though theincome beneficiary a so hasrightsinthe
principal.

4. Regularly recurring charges payable from income shall be apportioned to the
same extent and in the same manner that incomeis apportioned under section 456.730.]

[456.820. Except as specifically provided in the trust instrument or the will or
in sections 456.700 to 456.820, these sections shall apply to any receipt or expense
received or incurred on or after September 28, 1983, by any trust or decedent's estate
whether established before or on or after September 28, 1983, and whether the asset
involved was acquired by the trustee before or on or after September 28, 1983]



